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TRADITIONAL  PUBLIC  HOUSING 
PROGRAM 

Notice  of  Proposed  Rulemaking 

Notice  is  hereby  given  that  the  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment  (HUD)  proposes  to  amend  24 
CFR,  Chi«3ter  VHI  by  adding  a  new  Part 
841,  Traditional  Public  Housing  Pro¬ 
gram.  The  U.S.  Housing  Act  of  1937 
(Act),  as  amended,  authorizes  HUD  to 
provide  financial  and  technical  assist¬ 
ance  for  the  development  and  operation 
of  low-income  housing  projects  and  pro¬ 
vides  that  not  less  than  a  specified 
amovmt  of  such  assistance  be  made  avail¬ 
able  to  assist  in  financing  low-income 
housing  projects  for  ownership  (other 
than  xmder  Section  8  of  the  Act)  by  Pub¬ 
lic  Housing  Agencies  (PHAs).  Title  24, 
Part  275,  except  for  §  275.8,  will  be  can¬ 
celled  upon  publication  of  this  Part  as 
a  final  rule,  and  the  Appendix  on  proto- 
t3i)e  cost  in  Part  275  w^  be  transferred 
to  this  part.  Subpart  A  sets  forth  the  gen¬ 
eral  requirements  and  the  basic  policies 
for  the  development  of  projects  by  a 
PHA.  Subparts  B  and  C  set  fOTth  the 
procedures  for  construction  of  a  project. 
Subpart  D  sets  forth  the  procedures  for 
acquisition  of  an  existing  project  (prop¬ 
erties  that  do  not  require  r^abilitation) 
or  acquisition  of  a  project  requiring  sub¬ 
stantial  rehabilitation  and  the  proce¬ 
dures  for  accomplishing  necessary  re- 
habiUtaticm  work. 

The  following  is  a  brief  summary  of 
significant  features  of  the  proposed  rule: 

1.  The  regulations  applicable  to  other 
types  of  projects.  Including  moderniza¬ 
tion,  Indian  Housing  and  Section  8  proj¬ 
ects  are  contained  in  other  parts  of 
this  chapter. 

2.  It  is  intended  that  projects  under 
these  regulations  provide  primarily  scat¬ 
tered  site  or  otherwise  low’-denslty  hous¬ 
ing  for  families,  including  large  families 
with  children,  since  the  housing  needs  of 
such  families  are  not  adequately  served 
by  other  housing  programs.  Accordingly, 
§  841.103  requires  that  public  housing 
assistance  shall  be  used  to  meet  the  needs 
of  household  types  in  the  jurisdiction  of 
the  PHA  w’hose  needs  are  not  being  met 
proportionately  to  their  share  of  total 
housing  needs  in  the  jurisdiction  of  the 
PHA,  as  shown  by  the  approved  Housing 
Assistance  Plan  (HAP)  or  HAPs  applica¬ 
ble  to  the  jurisdiction,  or,  in  the  absence 
of  such  HAPs,  as  determined  by  HUD. 

3.  Section  841.108,  titled  Site  Selection, 
Indicates  that  project  sites  are  subject  to 
Project  Selection  Criteria.  Hie  Depart¬ 
ment  expects  to  publish  in  the  near  fu¬ 
ture  proposed  rulemaking  that  would 
establish  new  site  and  neighborhood 
standards  for  a  niunber  of  housing  as¬ 
sistance  programs,  including  the  tradi¬ 
tional  public  housing  program. 


4.  Section  84L109  requires  that  the 
design  of  the  iwroject  must  as  a  minimum 
comply  with  HUD  Minimum  Pr(H)erty 
Standards  or  HUD  Minlmiun  Design 
Standards  for  Rehabilitation  for  Resi¬ 
dential  Properties,  as  applicable.  In  ad¬ 
dition,  consistently  with  Section  6(b)  of 
the  Act,  projects  shall  include  the  speci¬ 
fied  standards  designed  to  reduce  opera¬ 
tion  and  maintenance  costs  and  to  pro¬ 
mote  the  well-being  of  tenants. 

5.  Sections  841.111  Uirough  841.113  set 
forth  the  process  for  notification  by  the 
Field  Office  of  the  amount  of  f  imds  avail¬ 
able  and  for  submission,  review  and  ap¬ 
proval  of  an  Application.  An  applicant 
must  demonstrate  that  it  meets  the  defi¬ 
nition  of  a  PHA  under  the  Act  and  has 
the  required  legal  authority  to  perform 
all  the  fimctions  of  a  PHA  under  this 
Part.  As  a  prerequisite  to  Application  ap¬ 
proval,  the  Field  Office  must  determine, 
among  other  things,  that  the  PHA  has 
adequate  administrative  capability  to 
operate  the  project. 

6.  For  new  construction  projects,  fee 
dwelling  construction  and  equipment 
cost  may  not  exceed  110  percent  of  pro¬ 
totype  costs.  For  acquisition  projects,  the 
prototype  cost  limitation  is  not  appli¬ 
cable;  however,  §  841.117(Jj)  (2)  provides 
that  for  acquisition  projects  the  Total 
Development  Cost  shall  not  exceed  90 
percent  <  or  appropriately  lower  percent¬ 
age  if  the  acquired  project  has  less  than 
a  40  year  useful  life)  of  the  imputed  de¬ 
velopment  cost  of  a  comparable  hypo¬ 
thetical  newly  construct^  low-income 
housing  project  iinless  a  higher  amount 
is  necessary  to  meet  a  locally  established 
plan  for  neighborhood  preservation  and 
revitalization  of  existing  housing  and  is 
specifically  approved  by  the  Assistant 
Secretary  for  Housing. 

7.  Section  841.117(c)  states  the  Finan¬ 
cial  Feasibility  Test  which  must  be  met 
prior  to  approval  of  a  Development  Pro¬ 
gram.  In  addition,  §  841.113(a)  (2)  re¬ 
quires  that  fee  Field  Office  determine 
feat  it  “is  likely”  that  the  test  can  be  met 
prior  to  approval  of  an  application.  The 
PHA  must  demonstrate  feat  for  the  first 
five  years  of  operation  the,  project’s  es¬ 
timated  average  annual  operating  ex¬ 
pense  does  not  exceed  the  estimated  an¬ 
nual  operating  income  without  use  of 
operating  subsidy,  based  on  a  95  percent 
occupancy  by  a  tenant  body  selected  in 
accordance  with  specified  criteria  based 
on  the  provisions  of  section  6(c)  (4)  (A) 
of  the  Act.  At  no  time  shall  an  operating 
subsidy  be  paid,  which,  together  with  the 
debt  service  annual  contribution,  would 
exceed  the  Fair  Market  Rents  for  an 
equivalent  number  of  similar  housing 
units  less  the  aggregate  rents  paid  by 
the  project  tenants.  The  special  require¬ 
ments  for  projects  developed  under  this 
part  will  be  r^ected  in  24  CFR  Part  890, 
Annual  Contributions  for  Operating 
Subsidy. 

8.  Section  841.117(d)  provides  feat 
HUD  may  require  the  PHA  to  obtain  de¬ 
veloping  loan  funds  from  sources,  other 
than  HUD,  secured  by  a  pledge  of  HUD’s 
agreement  imder  the  ACC  to  advance 
monies  to  fee  PHA  or  to  make  annual 


contributicms  payments.  Generally,  proj¬ 
ects  will  be  permanently  financed  by  the 
sale  of  PHA  bonds  which  are  tax  exempt 
under  section  11(b)  of  the  Act.  This  is 
fee  method  of  financing  which  has  tra¬ 
ditionally  be^  used  for  public  housing 
projects  under  the  Act. 

9.  Because  past  experience  has  demon¬ 
strated  feat  the  turnkey  method  is  sub¬ 
stantially  more  efficient,  §  841.301  re¬ 
quires  a  PHA  to  use  that  method  rather 
than  the  conventional  competitive  bid 
method  for  new  construction  projects, 
unless  the  PHA  can  demonstrate  in  sup¬ 
port  of  its  application  that  the  conven¬ 
tional  method  would  offer  specific  ad¬ 
vantages  over  the  turnkey  method. 

10.  Section  841.406  permits  a  PHA,  sub¬ 
ject  to  Field  Office  approval  and  for  ac¬ 
quisition  projects  under  Subpart  D  only, 
to  develop  a  list  of  prequalified  contrac¬ 
tors  or  developers  and  to  solicits  bids  or 
prcHHisals  only  from  those  on  this  list. 

11.  The  Department  promulgated  an 
interim  rule  for  the  PHA  Acquisition  of 
HUD-Owned  Properties  and  Properties 
with  HUD-Insured  and  HUD-Held  Mort¬ 
gages  (24  CFR  Part  845,  published  in  41 
PR  23292,  June  9,  1976) .  Since  the  scope 
of  this  proposed  rule  will  include  the  ac¬ 
quisition  and  rehabilitation  of  properties 
provided  for  under  Part  845,  it  is  intended 
to  cancel  Part  845  upon  publication  of 
Part  841  as  a  final  rule.  All  comments  re¬ 
ceived  wife  respect  to  Part  845  will  be 
considered  in  preparing  the  final  Part 
841. 

12.  Section  841.117(c)  provides  that  a 
PHA  may  establish  requirements  or 
preferences  for  those  living  in  the  juris¬ 
diction  of  fee  PHA  at  the  time  of  appli¬ 
cation  provided  that  no  such  tenant 
selection  requirement  or  preference  may 
be  based  upon  fee  identity  or  location 
of  the  housing  which  is  occupied  or  pro¬ 
posed  to  be  occupied  by  the  applicant 
nor  upon  fee  length  of  time  the  appli¬ 
cant  has  resided  in  the  jurisdiction  and 
provided  feat  applicants  who  are  work¬ 
ing  or  who  have  been  notified  that  they 
are  hired  to  work  in  the  jurisdiction  shall 
be  treated  as  residents  of  the  jurisdic¬ 
tion.  It  is  Intended  feat  this  provision 
will  be  made  applicable  to  all  public 
housing  projects,  and  the  interim  rule 
on  admissions  (24  C?FR  Part  860,  Sub¬ 
part  B)  when  it  is  finalized  will  contain 
such  a  provision. 

Interested  parties  ai-e  invited  to  sub¬ 
mit  written  comments  and  suggestions 
regarding  fee  proposed  rule  by  Decem¬ 
ber  20,  1976,  addressed  to  the  Rules 
Docket  Clerk,  Office  of  the  Secretary, 
Room  10141,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
SW.,  Washini^n,  D.C.  20410.  Comments 
should  refer  to  docket  number  and  date. 
All  material  submitted  will  be  considered 
before  adoption  of  a  final  rule.  A  copy 
of  each  communication  will  be  available 
for  public  inspection  during  regular  busi¬ 
ness  hours  at  the  above  address. 

A  Finding  of  Inapplicability  respecting 
fee  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
wife  HUD  procedures.  In  addition,  a 
Finding  of  Inapplicability  of  inflation 
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impact  statement  requirements  has  been 
made  in  accordance  with  HUD  pro¬ 
cedures.  Ttie  Findinp^  of  Imq>pllcabillty 
are  available  for  bsspection  with  the 
Rules  Docket  Clerk  at  the  above  address. 

PART  841— TRADITIONAL  PUBLIC 
HOUSING  PROGRAM 

Subpart  A — GeiMral  Requirament* 

Sec. 

841.101  Applksabillty  and  scope. 

841.102  Deflnltiona. 

841.103  Types  of  Projects. 

841.104  ClvU  Rights  and  Equal  Opportunl^. 

841.105  Economy  and  efficlenoy. 

841.108  Prevailing  wage  rates. 

841.107  Relocation  and  acquisltkm. 

841.108  Site  selection. 

841.109  Property  standards. 

841.110  Ckintracts. 

841.111  Notification  of  housing  assiataaoe 

availability. 

841.112  Application  submissloiL. 

841.113  Field  ^Bce  review  and  approval  of 

triplications. 

841.114  Time  schedule. 

841.116  Preliminary  loan. 

841.118  Site  approval. 

841.117  DevCk^ment  Program. 

841.118  Construction  requirements. 

Subpart  B— Turnkey  Method— New  ConitrusMoR 

841.201  Description. 

841.202  Invitation  f<w  propoeala 
841ii03  Opening  of  propoeals. 

841fi04  Evaluation  and  aelectioiL 

841.206  Negotiation  conference. 

841.208  Development  program  and  AGO. 

841.207  Contract  of  eale. 

841.208  Construction  requirements. 

Subpart  C — CenvenMenal  Msthoi  New 
Construction 

841.301  Description. 

841.802  Site  selection. 

S41fi03  Develt^unent  Program  and  ACC. 
841.304  Construction  conteact  and  bidding 
documents. 

841.306  Award  of  contract. 

841.308  Construction  requirements. 

Subpart  D — Acquisition  MaMieS 

841.401  Description. 

841.402  Property  selection. 

841.403  Rehabilitation  standards. 

841.404  Turnkey  procedures. 

841.406  Conventional  procedures. 

841.408  Prequalified  contractors. 

841.407  Acquisition  without  rehabilitation. 

841.408  Force  account. 

Appendix  A — ^Prototype  Cost  Limits  for 
Low-Income  Housing. 

AxrraoBnr:  Sec.  7(d).  Department  of 
Housing  and  Urban  Development  Act  (42 
UR.C.  8636(d)):  sec.  6(b),  UR.  Housing  Act 
of  1937  (42  UR.C.  14870(b)). 

Subpart  A — General  Requirements 
§  841.101  Applicability  and  scope. 

(a)  Applicability.  The  U.S.  Housing 
Act  of  1937  (Act) .  as  amended,  author¬ 
izes  the  n.S.  Department  of  Housing  and 
Urban  Development  (HUD)  to  provide 
financial  and  technical  assistance  to 
public  housing  agencies  for  the  develop¬ 
ment  and  <H>eration  of  low  income  hous¬ 
ing  projects.  This  Part  states  the  regu¬ 
lations  under  which  such  projects  are 
to  be  developed  by  a  Public  Housing 
Agency  (PHA)  with  financial  assistance 
pursuant  to  Sections  4  and  5  of  the  Act 
under  an  Annual  Contribution&  Contract 
(A(X7).  The  regulations  applicable  to 


other  types  of  projects,  including  mod¬ 
ernization.  Indian  Housing  and  GacAton 
8  projects,  are  contained  in  other  parts 
of  this  chapter. 

(b)  Scope.  Subpcut  A  of  this  part  sets 
forth  the  general  requlrem^ts  and  the 
basic  policies  for  the  development  <rf 
projects  by  a  PHA.  Subpcuts  B  and  C  of 
this  pert  set  forth  the  procediures  for  the 
construction  of  a  project.  Subpart  D  of 
this  part  sets  forth  the  procedures.,.ier 
acquisition  of  an  existing  project  (prop¬ 
erties  that  do  not  require  r^abilitation) 
or  acquisition  of  a  project  requiring  sub¬ 
stantial  r^abllitation  and  the  proce¬ 
dures  for  accomplishing  necessary  re¬ 
habilitation  work.  For  Informatlmi  ma 
income  limits  for  admission  to  and  oc¬ 
cupancy  of  projects  and  rental  require¬ 
ments  under  this  part,  refer  to  24  CFR 
Part  860,  and  on  the  payment  of  f^aerat- 
Ing  subsidy,  refer  to  24  CFR  Part  890 
(see  Section  841.117(c)). 

§  841.102  Definitions. 

(a)  Act.  The  TJB.  Housing  Act  of  1937 
<42  nH.C.  1437). 

(b)  Annual  ConMtmUons  Contraet 
(ACC) .  A  ctmtract  (on  a  form  i»escribed 
by  HUD)  for  loans  and  annual  contrl- 
iNitlons,  executlcm  of  which  create  legal 
olfilgations  between  HUD  and  a  PHA. 
under  which  HUD  finances  the  devd<H>- 
ment  and  provides  financial  assistance 
for  operation  of  a  project  under  the  Act 
and  the  PHA  agrees  to  comply  with  HUD 
requirements  for  the  develt^nnent  and/or 
(8}eration  of  the  project.  T^e  amount  of 
the  maximum  annusd  contribution  Is  the 
amount  charged  against  contract  author¬ 
ity  and  this  amount  multiplied  by  the 
number  of  annual  contributions  over  the 
term  of  the  ACC  Is  the  amount  charged 
against  budget  authority. 

(c)  Cooperation  agreement.  An  agree¬ 
ment  between  a  PHA  and  local  govern¬ 
ing  body  assiulng  tax  exemption  and  cer¬ 
tain  local  govmunental  cooperation  and 
services  in  respect  to  the  development 
and  (8)erati(m  of  a  low-income  housing 
IMToJect  under  the  Act  and  providing  for 
payments  in  lieu  of  taxes. 

(d)  Housing  Assistance  Plan  (HAP). 
(1)  A  HAP  meeting  the  requirements  of 
S  570.303(c)  of  the  Community  Develop¬ 
ment  Block  Grant  (CDBG)  regulaticms 
(24  CFR  Part  570),  which  is  submitted 
by  local  government  as  part  of  the  block 
grant  triplication,  and  is  aiH>i'oved  by  the 
Field  Office  Director. 

(2)  A  HAP,  meeting  the  requirements 
of  §  570.303(c) .  submitted  by  a  local  gov¬ 
ernment  not  p^icipating  in  the  CDBQ 
Program  and  approved  by  the  Field  Of¬ 
fice  Director. 

(e)  HCD  Act.  The  Housing  and  Com¬ 
munity  Development  Act  of  1974  (42 
U.S.C.  5301) . 

(f)  HUD.  Hie  Department  of  Housing 
and  Urban  Development,  including  the 
Regional  Office  and  the  Area  or  Insuring 
Office  (herein  called  Field  Office)  which 
has  been  delegated  authority  under  the 
Act  to  perform  functions  pertaining  to 
this  p^. 

(g)  Preliminary  loan  contract.  A  con¬ 
tract  between  HUD  and  the  PHA  imder 
which  HUD  loans  funds  to  the  PHA,  up 


to  a  stated  limit,  to  pay  the  costs  of 
preliminary  surveys  and  planning  of  a 
project. 

(h)  Program  reservation.  A  written  no¬ 
tification  by  HUD  to  the  PHA,  which  Is 
notia  l^ral  oUlgatlon,  expressing  HUD’s 
determination,  subject  to  fuflllment  by 
the  PHA  of  all  legal  and  administrative 
requirements  within  a  stated  time,  to 
enter  into  a  new  or  amended  Preliminary 
Loan  Contract  or  ACC  covering  the 
stated  number  of  housing  units,  or  such 
lesser  Bumber  as  is  consistent  with  the 
authority  of  HUD  to  enter  Into  such  con¬ 
tracts:  Provided,  That  funds  are  avail¬ 
able  for  this  purpose. 

(I)  Project.  An  entire  imdertaking  to 
provide  housing  under  the  Act  inninding 
all  real  or  personal  propetry,  funds  and 
reserves,  rights.  Interests  and  obligations, 
and  related  activities. 

(J)  Public  Housing  Agency  (PHA). 
Any  state,  county,  municipality,  or  other 
govenunratal  entity  or  public  body  (or 
agency  or  instrumentality  thereof) 
which  Is  authorized  to  engage  in  or  as¬ 
sist  in  the  development  or  operation  of 
low-income  housing  projects  and  is  de¬ 
termined  by  HUD  to  be  eligible  to  under¬ 
take  proje<H;6  under  this  Part.  Other  regu¬ 
lations  wdiich  govern  the  administration 
of  projects  by  a  PHA  are  set  forth  in  24 
CFTt  Chapter  Vlll,  as  amended  from 
time  to  time. 

§  841.103  Types  of  projects. 

(a)  Determination  of  type  of  project 
Assistance  under  this  Part  shall  be  used 
to  meet  the  needs  of  household  types 
In  the  jurisdiction  of  the  PHA  whose 
needs  are  not  being  met  proportion¬ 
ately  to  their  share  of  total  housing 
needs  in  the  jurisdiction  of  the  PHA,  as 
shown  by  the  approved  HAP  or  HAPs 
appUcable  to  the  Jurisdiction,  or  In  the 
absence  of  such  HAPs,  as  determined 
by  HUD.  In  determining  the  extent  to 
which  the  needs  of  any  household  type 
are  being  met,  units  proposed  or  not  yet 
completed  shall  be  counted  only  if  there 
is  a  commitment  or  reservation  of  funds 
or  contract  authority  lor  the  provision 
of  federal  or  other  assistance. 

(b)  Lom-density  housing  for  families 
with  children.  Projects  approved  under 
this  part  for  families  with  children,  in¬ 
cluding  large  families  (families  requir¬ 
ing  three  or  more  bedrooms)  shall  to 
the  maximum  extent  practicable  consist 
of  scattered  site  or  otherwise  low-density 
housing. 

(c)  Restriction  on  use  of  high-rise  ele¬ 
vator  structures.  High-rise  elevator 
structtires  shall  not  be  provided  for  fami¬ 
lies  with  children  regardless  of  density 
unless  the  Field  Office  makes  a  deter¬ 
mination  that  there  is  no  practical  al¬ 
ternative.  High-rise  buildings  for  elderly 
Shan  not  be  used  unless  a  determination 
is  made  by  the  Field  Office  that  such 
construction  is  appropriate  taking  into 
consideration  land  costs,  safety  and 
security  factors. 

§  841.104  Ovil  rights  and  eqnal  oppor¬ 
tunity. 

(a)  Title  VI  and  Title  Vlll  and  Execu¬ 
tive  Order  11063.  Titie  VI  of  the  Cfivll 
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Rights  Act  of  1964  (42  U-S.C.  2000d)  and 
Executive  Order  11063.  which  prohibit 
discrimination  on  the  basis  of  race,  color, 
creed  or  nationid  origin  In  federally- 
assisted  programs,  and  Title  VUl  of  the 
Civil  Rights  Act  of  1968,  as  amended  (42 
U.S.C.  3601),  which  prohibits  discrimi¬ 
nation  based  on  race,  color,  religion,  sex 
or  national  origin  in  the  sale  or  rental 
of  housing,  apply  to  PHAs  under  this 
part. 

(b)  Vocational  rehabilttaUon.  Section 
504  of  the  Rehabilitation  Act  of  1973  (29 
U.S.C.  794),  which  prohibits  discrimi¬ 
nation  in  federally-assisted  programs 
against  any  otherwise  qualified  tadlvid- 
ual  solely  by  reason  of  a  handicap,  as 
defined  by  the  Secretary  of  Health.  Ed¬ 
ucation  and  Welfare,  applies  to  PHAs 
under  this  part. 

(c)  Executive  Order  11246.  Contracts 
for  construction  work  in  connection  with 
Projects  under  this  part  are  subject  to 
Executive  Order  11246  (30  FR  12319), 
as  amended  by  Executive  Order  11375 
(32  FR  14303),  and  applicable  Imple- 
mentlng  regulations  (24  CFR,  Part  130; 

41  CFR,  CSiapter  60).  rules,  and  orders 
of  HUD  and  the  OflOce  of  Federal  Con¬ 
tract  Compliance  Programs  of  the  De¬ 
partment  of  Labor.  Executive  Order 
11246  prohibits  discrimination  and  re¬ 
quires  affirmative  action  to  ensure  that 
employees  or  applicants  for  employ¬ 
ment  are  treated  without  regard  to  their 
race,  color,  religion,  sex  or  national 
origin. 

(d)  Section  3  of  the  HUD  Act  of  1968. 
The  Projects  under  this  part  are  subject 
to  Section  3  of  the  Housing  and  Urbcui 
Development  Act  of  1968,  as  amended  (12 
U.S.C.  1701U) ,  which  requires  that,  to  the 
greatest  extent  feasible,  opportunities  for 
training  and  emplo3mient  be  given  lower 
income  residents  of  the  project  area  and 
contracts  for  work  In  connection  with  a 
project  be  awarded  to  business  concerns 
which  are  located  in  or  owned  In  sub¬ 
stantial  part  by  persons  residing  In  ttie 
project  area. 

(e)  PHA’s  employment  practices.  In 
connection  with  the  development  or  op¬ 
eration  of  any  project,  the  PHA  shall  not 
disciiminate  against  any  employee  or 
applicant  for  emplosunent  because  of 
race,  color,  religion,  sex  or  national  ori¬ 
gin.  The  PHA  shall  take  affirmative  ac¬ 
tion  to  ensure  that  applicants  are  em¬ 
ployed,  and  that  employees  are  treated 
during  employment,  without  regard  to 
race,  color,  religion,  sex  or  national  ori¬ 
gin.  The  PHA  shall  comply  with  all  HUD 
requirements  against  discrimination  with 
respect  to  employment  by  the  PHA  or 
contractors  of  the  PHA.  The  PHA  shall 
adc^t  and  promulgate  regulations  with 
respect  to  the  I*HA’s  employment  prac¬ 
tices  which  shall  be  in  compliance  with 
this  paragraph.  A  copy  of  these  regula¬ 
tions  shall  be  posted  in  the  PHA  office 
and  a  copy  shall  be  submitted  to  HUD 
promptly  after  adoption  by  the  PHA. 

§  811.105  Economy  and  efficiency. 

Each  project  shall  be  devel<83ed  In  such 
a  manner  that  it  will  not  be  of  elaborate 
or  extravagant  design  or  materials,  and 


shall  be  developed  and  administered  to 
promote  servicabiltty,  efficiency,  econmny 
and  stability  and  to  achieve  the  ecmiomic 
and  social  well-being  and  sulvancement 
of  the  tenants. 

§  811.106  Prevailing  wage  rates. 

Not  less  than  the  wages  prevailing  in 
the  locality,  as  predetermined  by  the 
Secretary  of  Labor  ptusuant  to  the 
Davls-Bacon  Act  (40  UH.C.  276)  shall  be 
paid  to  all  laborers  and  mechanics  em¬ 
ployed  In  the  development  of  the  project. 
Not  less  than  the  wages  prevailing  In  the 
locality,  as  determined  or  adopted  (sub¬ 
sequent  to  a  determination  under  ap>pll- 
c£d>le  state  or  local  law)  by  HUD,  shall 
be  paid  to  all  architects,  technical  engi¬ 
neers,  draftsmen  and  te<dmlcians  on- 
ployed  In  the  devel(^xnent  of  the  luoject. 

§  841.107  Relocation  and  acquisition. 

Projects  shall  be  developed  In  compli¬ 
ance  with  the  Uniform  Relocaticm  Assist¬ 
ance  and  Real  Property  Acquisition  Ped¬ 
icles  Act  of  1970  (Uniform  Act)  (42 
U.S.C.  4601)  and  HUD  policies  and  re¬ 
quirements  thereunder  (24  CFR  Part  42) . 
Devele^unent  Cost  may  Include  the  cost 
of  compliance  with  the  Uniform  Act  as 
w^  as  the  actual  reasonable  moving  ex¬ 
penses  of  a  family  which  is  temporarily 
moved  from  a  project  site  during  con¬ 
struction  and  Is  returned  to  the  site  after 
completion. 

§  841.108  Site  selection. 

Project  sites  shall  be  subject  to  the 
Project  Selection  Criteria  (24  CFR  Part 
200,  Subpart  N).  The  idiyslcal  charac¬ 
teristics  and  cost  of  the  site,  the  avail¬ 
ability  of  utilities  and  o4  access  roads  to 
the  site  shall  facilitate  economical  con¬ 
struction  and  (^ration  of  the  project. 

§  841.109  Property  standards. 

As  a  minimum,  projects  shall  be  de- 
velc^)ed  In  compliance  with  HUD  Mlnl- 
mum  Property  Standards  (24  CTR  Part 
200,  SulHKkrt  S),  or  HUD  Minimum  De¬ 
sign  Standard  for  Rehabilitation  for 
Residental  Properties,  as  aiH>licable,  and 
applicable  state  and  local  laws,  codes, 
ordinances  and  regulations.  In  addition 
and  subject  to  S  841.105,  the  design  of  a 
project  shall  also  Include  the  extra  dur¬ 
ability  and  special  features  required  for 
safety  and  security  and  economical 
maintenance,  the  provision  of  amenities 
designed  to  guarantee  a  safe  and  healthy 
family  life  and  neighborhood  environ¬ 
ment,  the  application  of  good  design  as 
an  essential  compon^t  for  safety  and 
security  as  well  as  other  purposes,  the 
maintenance  of  quality  In  architecture 
to  reflect  the  standards  of  the  neighbor¬ 
hood  and  community,  and  the  need  for 
maximizing  ttie  conservation  of  energy 
for  heating,  lighting  and  other  purposes. 
Where  such  housing  Is  justified  by  the 
PHA  and  approved  by  the  Field  Office, 
projects  for  the  elderly  or  handicapped 
shall  comply  with  Section  209  of  the  HCD 
Act  and  projects  for  congregate  or  single 
room  occupant  housing  shall  comply 
with  the  appropriate  HUD  guidelines 
and  standards. 


§841.110  C4>ntracts.  <  . 

(a)  Timing.  The  ACC  for  a  project 
shall  not  be  executed  until  the  PHA  has 
adopted  and  HUD  has  approved  the  De¬ 
velopment  Program  (§  841.117) .  Tlie 
PHA  shall  not  enter  Into  any  Construc¬ 
tion  Contract,  Preliminary  Contract  of 
Sale.  Contract  of  Sale,  contracts  for  re¬ 
habilitation  work  or  contracts  to  acquire 
a  property  until  after  execution  of  the 
ACC. 

(b)  Contracts  Requiring  HUD  Ap¬ 
proval.  The  PHA  shall  not,  without  the 
prior  written  approval  of  HUD,  enter 
into,  execute  or  approve  any  agreement 
or  contract  for  (1)  personal,  manage¬ 
ment,  legal  or  other  services  with  any 
person  or  firm  where  the  initial  period  or 
term  of  the  ^reement  or  contract  (in¬ 
cluding  any  renewal)  is  in  excess  of 
three  years,  or  (2)  where  the  amount  of 
the  agreement  or  contract  is  in  excess 
of  the  amount  included  for  such  purpose 
In  the  HUD-approved  development  cost 
budget  or  operating  budget  or  an  amoimt 
specified  frmn  time  to  time  by  HUD,  as 
the  case  may  be,  or  (3)  where  the  agree¬ 
ment  or  contract  Is  for  legal  or  other 
services  In  connection  with  litigation. 

§  841.111  Notification  of  Housing  As¬ 
sistance  Availability. 

In  the  cemext  of  the  constraints  on 
available  housing  assistance  ftmds,  in¬ 
cluding  those  due  to  24  CFR  Part  891 
(Review  of  A];H>llcations  for  Housing  As¬ 
sistance:  Allocation  of  Housing  Assist- 
an(;e  Funds) .  the  Field  Office  shall  deter¬ 
mine  the  geographic  areas  in  which  the 
housing  is  to  be  located,  the  extent  to 
which  assistance  is  to  be  made  available 
for  new  construction,  acquisition  with 
substantial  rehabilitation  or  acquisition 
of  existing  housing  and  the  sizes  and 
types  of  housing.  As  promptly  as  pos¬ 
sible,  the  Field  Office  shall  notify  the 
appropriate  PHAs  of  the  availability  of 
the  housing  assistance  for  which  they 
may  apply.  The  Notification  shall  in¬ 
clude  Information  refiectlng  the  Field 
Office’s  determinations  and  shall  state 
the  deadline  date  for  submission  of  an 
Application.  To  the  extent  feasible,  a 
copy  of  the  Notification  should  be  sent 
to  the  Chief  Executive  Officers  of  local 
governments  in  the  applicable  geo¬ 
graphic  area,  representatives  of  the 
media  and  organizations  interested  in 
housing  and  urban  development.  Appro¬ 
priate  instructions,  forms  and  other  pro¬ 
gram  information  necessary  to  prepare 
an  Application  shall  be  sent  by  the  Field 
Office  to  each  PHA. 

§841.112  Application  SubmiaMon, 

(a)  Eligibility.  To  be  eligible  to  par¬ 
ticipate  under  this  part,  an  entity  shall 
demonstrate  that  it  meets  the  definition 
of  a  PHA  and  has  the  required  legal  au¬ 
thority  to  perform  all  the  functions  of  a 
PHA  under  this  part.  Generally,  the  en¬ 
tity  will  have  been  created  pursuant  to 
a  state  housing  authorities  law.  In  such 
cases,  a  reference  in  the  Application  to 
ACCs  previously  entered  into  will  be  suf¬ 
ficient  to  establish  the  identity  of  the 
entity  and  establish  prima  facie  eligi- 
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bility.  Where  the  eligibility  of  such  an 
entity  has  not  been  previously  approved 
by  HUD,  the  Field  Office  shall  advise  the 
entity  of  the  documents  that  must  be 
submitted  to  establish  eligibility.  Where 
the  entity  was  not  created  pursuant  to  a 
state  housing  authorities  law,  the  evi¬ 
dence  that  the  entity  has  the  required 
legal  authority  shall  be  submitted  to  the 
Field  Office  for  review  and  approval.  This 
evidence  ^all  include  citations  to  and 
copies  of  state  or  local  law,  the  charter 
or  other  organizational  papers  estaUlsh- 
ing  the  entity  (where  the  entity  is  an 
agency  or  instrumentality,  the  dociunen- 
tation  required  by  S  811.104  (a)  and  (b) 
of  this  chapter  shall  be  included)  and  an 
opinion  from  counsel  that  the  entity  has 
all  the  legal  authority  required  to  de¬ 
velop  and  cerate  a  low-income  project 
imder  this  part. 

(b)  Application.  To  apply  for  a  Pro¬ 
gram  Reservation,  a  PHA  shall  submit  an 
Application  on  the  f(Hmi  prescribed  by 
HUD,  identifying  number  and  types  of 
units,  site  or  location  insofar  as  it  has 
been  determined  and  relationship  to 
HAPs  and  site  requirements,  whether 
new  construction,  acquislti<xi  with  sub¬ 
stantial  rehabilitation  or  acquisition  of 
existing  housing  is  proposed,  the  pro¬ 
posed  production  method  which  in  the 
case  of  new  construction  shidl  be  the 
turnkey  method  unless  adequate  Justifi- 
catl(m  is  ftumlshe^  a  showing  that  the 
household  types  lor  whose  needs  the 
project  will  be  developed  will  be  in  ac¬ 
cordance  with  S  84l.l()3(a) .  and  a  state¬ 
ment  that  the  project  will  be  developed 
in  accordance  wl^  S  841.103  with  any 
Justification  reqtfired  thereunder.  If  the 
Application  identifies  a  site  or  sites,  the 
Chief  Executive  Officer  of  the  unit  of  gen¬ 
eral  local  government  in  which  the  pro¬ 
posed  housing  is  to  be  located  should 
have  been  requested  by  the  PHA  to  pro¬ 
vide  a  letter  stating  his  finding  as  to  con¬ 
sistency  with  the  locality’s  approved 
HAP,  or  in  the  absence  of  a  HAP  'as  to 
whether  there  is  or  will  be  available  in 
the  area  public  facilities  and  services 
adequate  to  serve  the  proposed  project. 
Where  such  letter  has  been  provided.  It 
shall  be  attached  to  the  PHA’s  Applica¬ 
tion.  The  Application  shall  also  be  ac¬ 
companied  by  a  resolution  of  the  local 
governing  body  authorizing  execution  of 
a  Cooperation  Agreement.  If  a  Coopera¬ 
tion  Agreement  already  exists  for  the  lo¬ 
cation  sufficient  to  cover  the  ninnber  of 
imits  in  the  Application,  a  statement  to 
this  effect  may  be  included  in  the  Ap¬ 
plication. 

(c)  Preliminary  Loan.  The  Application 
for  a  Program  Reservation  may  include 
an  application  for  a  preliminary  loan, 
which  must  be  accompanied  by  a  res(du- 
tlon  of  the  local  governing  body  ap¬ 
proving  the  application  for  a  preliminary 
loan.  Such  an  application  shall  state  the 
amount  request^  and  explain  the  pur¬ 
pose  for  which  these  funds  are  to  be 
used({  841.115). 

§  841.113  Field  Office  Review  and  Ap¬ 
proval  of  Applications. 

(a)  Prerequiattes  to  Application  Ap~ 
proval.  The  Field  Office  shall  begin  proc¬ 


essing  of  complete  Applications  promptly 
after  receipt.  Each  Application  will  be 
evaluated  on  the  basis  of  all  pertinent 
factors  under  this  part.  In  addition  to 
meeting  the  requirements  of  §  841.112, 
an  Application  shall  not  be  approved  un¬ 
less  the  Field  Office  determines  that: 

(1)  The  PHA’s  Application  meets  the 
requirements  of  §  841.103. 

(2)  It  is  likely  that  the  financial  feasi¬ 
bility  requirements  far  approval  of  the 
Development  Program  under  §  841.117<c) 
can  be  met. 

(3)  Ihe  PHA  has  the  capability  to 
provide  adequate  administration  of  the 
development  and  operation  of  the  proj¬ 
ect  and  other  HUD-asslsted  projects  of 
the  PHA  in  c<Hnpliai>ce  with  all  appllca- 
ble  HUD  requirements  with  initial  HUD 
assistance  and  thereafter  only  occasional 
need  for  HUD  assistance.  Approval  of  an 
Application  shall  not  be  withheld  because 
of  minor  administrative  deficiencies.  As 
a  minimum,  the  PHA  shall  have  the  ca¬ 
pability  to  comply  with  all  HUD  require¬ 
ments  for  prompt  cmnpletion  of  develop¬ 
ment,  the  maintenance  of  complete  and 
acciurate  books  of  accounts  and  records, 
the  proper  handling  of  fimds,  the  timely 
preparation  and  submission  of  reports, 
the  maintenance  of  the  property,  the 
occupancy  of  the  housing  units,  deter¬ 
mination  of  and  prompt  collection  of 
rents  and  the  prompt  processing  of  evic¬ 
tions  in  case  of  nonpayment  or  other 
serious  breach  of  a  lease. 

(b)  Designated  Site.  If  specific  sites 
are  designated  for  the  proposed  project 
in  the  Application,  the  Field  Office  shall 
determine  whether  to  approve  the  Appli¬ 
cation,  subject  to  subsequent  tentative 
site  approval  after  receipt  of  the  Pre¬ 
liminary  Site  Report  and  compliance 
with  Section  213  and  A-95,  or  withhold 
decision  until  after  completion  of  those 
st^.  In  either  event,  the  Field  Office 
shall  promptly  initiate  the  necessary  ac¬ 
tion  to  obtain  compliance  with  Section 
213  and  A-95: 

(1)  For  purposes  of  compliance  with 
Section  213  of  the  HOD  Act,  HUD’s  Reg¬ 
ulations,  Review  of  Applications  for 
Housing  Assistance;  Allocation  of  Hous¬ 
ing  Assistance  Funds  (24  CFR  Part  891; 
published  in  41  FR  35660,  August  23, 
1976)  shall  be  followed. 

(2)  For  A-95  clearance,  HUD’S  Interim 
Regulations,  Implementation  of  OMB 
Circular  A-95  (24  CFR  Part  52;  published 
in  PR  41874,  September  23,  1976)  shall 
be  followed. 

(c)  Notification  of  deficiencies.  If  the 
evaluation  discloses  deficl^cles  that  can 
be  corrected,  the  l^ld  Office  shall  notify 
the  PHA  in  writing  of  the  deficiencies 
and  give  the  PHA  a  reasonable  oppor¬ 
tunity  to  correct  the  deficiencies. 

(d)  Notification  of  approval.  The  Field 
Office  shall  issue  a  Program  Reservation 
to  the  PHA  whose  Application  is  ap¬ 
proved,  speclfsdng  new  construction,  ac¬ 
quisition  with  substantial  rehabilitation 
or  acqxilsitlon  of  existing  housing,  the 
production  method  and  the  location.  If 
the  Application  is  approved  for  fewer 
units  than  requested,  the  Program  Reser¬ 
vation  shall  be  accompanied  by  a  state¬ 
ment  of  the  reasons  for  not  approving 


the  number  of  units  requested.  The  Pro¬ 
gram  Reservation  shall  set  a  time  limit 
of  one  year  within  which  the  PHA  must 
submit  an  approvable  Development  Pro¬ 
gram.  Ihe  Field  Office  shall  cancel  the 
Program  Reservation  if  the  time  limit  is 
exceeded  unless  the  Field  Office  deter¬ 
mines,  for  good  cause,  to  extend  the  time 
limit. 

(e)  Notification  of  Disapproval.  Any 
PHA  whose  Application  was  not  approved 
by  the  Field  Office  shall  be  sent  a  letter 
notifying  the  PHA  of  the  determination 
and  of  the  reasons  therefor. 

(f)  Deficiency  or  Excess  of  Available 
Housing  Assistance.  (1)  Where  approved 
Ai^llcatlons  are  or  become  insufficient  to 
utilize  fully  the  available  contract  au¬ 
thority  and  budget  authority,  the  Field 
Office  may  give  further  consideration  to 
other  Applications,  affording  PHAs  an 
opportunity  to  remedy  any  deficiencies  or 
may  solicit  an  Application  from  other  ap¬ 
propriate  PHAs  for  localities  to  which 
the  housing  assistance  may  be  reallo¬ 
cated. 

(2)  If  the  available  contract  author¬ 
ity  and  budget  authority  are  not  suffi¬ 
cient  for  all  the  approvable  Applications, 
the  Field  Office  sh^l  approve  the  Appli¬ 
cations  which  have  the  best  combination 
of  administrative  capability,  consistency 
with  HAPs  and  S  841.103,  prior  experi¬ 
ence  of  the  PHA,  conunents,  if  any,  re¬ 
ceived  from  the  appropriate  A-95  Clea’-- 
in^ouse  and  the  unit  of  general  local 
government  and  other  factors  under  thi 
part. 

§  841.114  Time  Schedule. 

Pixnnptiy  after  Issuance  of  a  Pi  ogi  am 
Reservation,  the  PBLA  shall  prepare  and 
submit  to  the  Field  Office  for  approval  a 
time  schedide,  consistent  with  the  dead¬ 
line  stated  in  the  Program  Reservation, 
of  an  actions  to  be  taken  during  plan¬ 
ning  and  construction  of  the  project. 

§841.115  Preliminary  Loan. 

(a)  Amount.  If  a  Program  Reserva¬ 
tion  is  issued,  the  Field  Office  may  ap¬ 
prove  a  preliminary  loan  to  pay  the  cost 
of  preliminary  surveys  and  planning  (in¬ 
cluding  the  cost  of  appraisals)  necessary 
to  prepare  a  Development  Program.  The 
maximum  amount  of  the  preliminary 
loan  shall  be  $500  per  irnit  ($1,000  per 
unit  in  Alaska) ;  however,  where  the 
turnkey  method  is  used,  the  amount  ap¬ 
proved  should  be  substantially  less.  The 
Field  Office  shall  review  the  PHA’s  ex¬ 
planation  set  forth  in  its  Application  of 
the  need  for  these  funds  and  shall  ap¬ 
prove  a  preliminary  loan  in  the  amount 
which  the  Field  (Office  determines  is  a 
reasonable  expenditure  for  the  accom¬ 
plishment  of  tasks  that  are  clearly  nec¬ 
essary  to  prepare  the  Development  Pro¬ 
gram.  Where  the  maximum  amoimt  of 
the  preliminary  loan  is  insufficient,  the 
Field  Office  may  request  authorization 
from  the  Assistant  Secretary  for  Hous¬ 
ing-Federal  Housing  Commissioner  to 
provide  additional  preliminary  loan 
fimds.  Any  such  request  shall  be  sup¬ 
ported  byTuU  Justification  for  the  pro¬ 
posed  expenditures. 
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(b)  Preliminary  Loan  Contract.  Where 
a  preliminary  loan  is  approved,  the  PHA 
and  HUD  shall  execute  a  Preliminary 
Loan  Contract  and  related  documents  In 
the  form  prescribed  by  HUD.  Promptly 
after  execution  of  the  Preliminary  Loan 
Contract,  the  PHA  shall  request  Field 
Office  approval  for  obtaining  legal  and 
architectural  services  where  such  serv¬ 
ices  are  necessary  in  connection  with  the 
project. 

(c)  Repayment  of  Preliminary  Loans. 
The  amount  of  preliminary  loan  funds 
advanced  by  HUD  to  the  PHA  are  in¬ 
cluded  in  the  development  cost  of  a  proj¬ 
ect  and  covered  by  the  development  loan 
funds  under  the  ACC.  In  the  event  the 
project  falls  to  reach  ACC.  the  total 
amoimt  of  preliminary  loan  fimds  ad¬ 
vanced  to  the  PHA  shall  be  repaid  to 
HUD  by  the  PHA  from  any  funds  or  as¬ 
sets  available  for  this  purpose. 

§811.116  Site  approval. 

(a)  Tentative  Site  Approval.  Each  site 
shall  comply  with  the  criteria  set  forth 
in  §  841.108.  Te  PHA  shall  request  tenta¬ 
tive  Field  Office  approval  for  each  site 
by  submitting  a  Preliminary  Site  Report 
on  a  form  prescribed  by  HUD.  The  PHA 
may  submit  the  Preliminary  Site  Report 
with  the  Application.  Unless  A-95  and 
Section  213  compliance  was  completed 
at  the  time  of  the  Application,  the  Field 
Office  shall  obtain  compliance  by  for¬ 
warding  copies  of  the  Preliminary  Site 
Report  in  accordance  with  $  841.113(b) 
and  Tentative  Site  Approval  shall  not  be 
given  imtil  the  response  periods  for  A-95 
and  Section  213  have  ended.  Tentative 
site  approval  shall  not  be  given  unless 
HUD’S  environmental  requirements  have 
been  met.  The  Field  Office  shall  notify 
the  PHA  as  soon  as  possible  of  tentative 
site  approval  or  disapproval  of  the  pro¬ 
posed  sites  or  portions  thereof.  The  no¬ 
tification  shall  specifically  state  any  con¬ 
ditions  to  be  met  for  final  site  approval 
A  notification  of  disapproval  shaU  state 
the  reasons  for  disapproval. 

(b)  Final  Site  Approval.  To  obtain 
finEil  site  approval  the  PHA  shall  sub¬ 
mit  documentation  that  conditions,  if 
any,  of  tentative  site  approval  have  been 
met,  request  a  HUD  appraisal  and  sub¬ 
mit  title  information,  ^te  surveys  and 
evldoice  of  site  control  which  are  satis¬ 
factory  to  the  Field  Office.  For  acquisi¬ 
tion  projects  under  Subpart  D  of  this 
part,  the  appraisal  shall  of  the  “as  is” 
value  of  the  property.  The  Field  Office 
diall  not  give  final  site  approval  or  ap¬ 
prove  a  Development  Program  until  all 
of  these  requirements  have  been  satisfied. 
Final  site  approval  shall  not  constitute 
authorization  to  acquire  a  site  or  prop¬ 
erty. 

(c)  Site  Acquisition.  The  PHA  shall 
not  acquire  a  site  or  make  a  commitment 
for  acquisition  imtll  after  execution  of 
the  ACC.  Ownership  of  the  site  by  the 
PHA  or  developer  as  required  by  the  pro¬ 
duction  method  being  used  shall  be  ac- 
con4ill8hed  prior  to  execution  of  the 
Construction  Contract  or  Contract  of 
Sale. 


§  811.117  Development  Pro;trani. 

(a)  Description.  A  Development  Pro¬ 
gram  is  a  statement  of  the  basic  elements 
of  a  project,  which  is  prepared  by  the 
PHA  on  a  form  and  attachments  pre¬ 
scribed  by  HUD  and  includes:  (1)  Co¬ 
operation  Agreement.  (2)  Site  documen¬ 
tation  required  by  i  841.116(b),  (3)  Pre¬ 
liminary  Plans  and  Specifications  (or 
Work  Write-ups  for  acquisition  projects 
under  Subpart  D  of  this  part) ,  (4)  Esti¬ 
mate  of  Total  Development  Cost.  (5) 
Demonstration  of  Financial  Feasibility 
and  (6)  Updating  of  Administrative 
Capability  of  the  PHA.  The  Development 
Program  shall  be  adopted  by  the  PHA 
and  submitted  to  the  Field  Office  for 
approvaL 

(b)  Development  Cost.  (1)  The  Tot^ 
Development  Cost  is  the  sum  of  all  HUD- 
approved  costs  for  planning,  site  acquisi- 
ti(Hi,  adminlstratimi.  relocation,  donoli- 
tion,  construction  and  equipment  and 
their  necessary  financing  (including  in¬ 
terest  and  other  carrying  charges,  if  any) 
and  in  otherwise  carrying  out  the  de¬ 
velopment  of  the  project.  Development 
cost  may  Include  on-site  streets  and 
driveways,  on-site  utilities,  non-dwell¬ 
ing  facilities,  a  contingency  allowance 
and  insurance  premiums  for  the  first 
three  years. 

(2)  For  new  wMistruction  projects, 
dwelling  cmistruction  and  equipment 
cost  shall  not  exceed  110  percent  ef  the 
appropriate  prototsrpe  (»st  for  the  area 
published  by  HUD  (Appendix  A).  The 
PHA  may  request  a  revlsicm  of  the  pub¬ 
lished  prototype  costs  at  the  time  of  its 
Applicatiem  or  subsequently  when  the 
PHA  believes  that  revision  is  necessary 
to  permit  development  of  the  project.  For 
acquisition  projects  xmder  Subpart  D  of 
this  part,  the  Total  Development  Cost 
shall  not  exceed  90  percent  (or  appro¬ 
priately  lower  percentage  if  the  acquired 
project  has  less  than  a  40-year  useful 
life)  of  the  imputed  development' cost  of 
a  comparsible  hypothetical  newly  con¬ 
structed  low-income  housing  project  un¬ 
less  the  PHA  demonstrates  that  a  higher 
amount  is  necessary  for  the  acquisition 
and  rehabilitation  of  pnmertles  in  ac¬ 
cordance  with  a  locally  established  idan 
for  neighborhood  preservation  and  re¬ 
vitalization  and  such  higher  amount  is 
approved  by  the  Assistant  Secretary  for 
Housing. 

(3)  Where  the  PHA  would  be  required 
to  bear  a  part  or  all  (d  the  cost  of  off¬ 
site  facilities  if  it  were  a  private  de¬ 
veloper,  the  cost  of  such  facilities  may 
be  mcluded  in  the  Total  Develcmment 
Cost:  Provided.  That  the  Field  Office  de¬ 
termines  that  the  off -site  facilities  are 
a  necessary  appiirtenance  to  the  proj¬ 
ect  and  the  amoimt  Included  is  limi^  to 
the  lower  of  (i)  the  HUD  iu?proved  esti¬ 
mate  of  the  cost  of  such  facilities  or  (li) 
the  enhancement  in  value  of  the  proj¬ 
ect  site  attributable  to  such  facilities. 
Where  the  cost  of  off -site  facilities  is  re¬ 
quired  to  be  borne  by  the  local  govern¬ 
ment  without  cost  to  the  project,  wheth¬ 
er  because  of  normal  practice  or  by  vir¬ 
tue  of  the  Cooperation  Agreement,  the 


cost  of  such  facilities  may  nedi  be  in¬ 
cluded  in  Total  Devekvment  Cost,  but 
the  Field  Office  may  arrange  for  a.  HUD 
loan  evidenced  by  an  Off -Site  Facilities 
Note:  Provided.  That  the  Field  Office  de¬ 
termines  that  the  off-site  facilities  are 
a  necessary  appurtenance  to  the  project 
and  the  amount  is  limited  to  the  lower 
of  (a)  the  HUD  approved  estimate  of 
the  cost  of  such  facilities  or  (b)  the  en¬ 
hancement  in  value  of  the  project  site 
attributable  to  such  facilities:  And  pro¬ 
vided.  That  the  PHA  submits  legally  en¬ 
forceable  commitments,  acceptable  to 
HUD,  to  repay  the  cost  of  such  facilities 
from  sources  other  than  annual  contri¬ 
butions  or  project  Income, 

(c)  Financial  feasibility  test  and  op¬ 
erating  subsidies.  (1)  The  Develimment 
Program  shall  be  approved  only  If  the 
Field  Office  determines  that  the  project 
is  financially  feasible  based  on  the  PHA’s 
demonstration  for  the  first  five  years  of 
operation,  in  the  form  prescribed  by 
HUD,  that  the  project’s  estimated  op¬ 
erating  expenses  do  not  exceed  the  esti¬ 
mated  operating  income  for  the  five- 
year  period  without  the  use  of  operating 
subsidy. 

(2)  The  estimate  of  operating  income 
shall  be  the  projected  income  for  Uie  five 
year  period  ^thout  use  of  operating  sub¬ 
sidy  based  upon  95  percent  occupancy  by 
a  tenant  body  selected  in  accmdance 
with  regulations  (based  on  24  CFR  Part 
860)  which  are  designed  to: 

(i)  Avoid  concentration  of  the  most 
economically  and  socially  deprived  fam¬ 
ilies  in  the  project; 

(il)  Preclude  admission  of  applicants 
whose  habits  and  practices  reasonably 
may  be  expected  to  have  a  detrimental 
effect  on  the  tenants  or  the  project  en¬ 
vironment; 

(iii)  Achieve  a  tenant  body  with  a 
broad  range  of  incomes  and  rent-paying 
ability  which  is  generally  representative 
of  the  range  of  incomes  of  low-income 
families  in  the  PHA’s  area  of  operatimi 
as  defined  in  state  law;  and 

(Iv)  Achieve  occupancy  of  at  least  20 
percent  of  the  dwelling  units  very  low- 
income  families. 

Requirements  or  preferences  for  those 
living  in  the  Jurisdiction  of  the  PHA  at 
the  thne  of  application  are  permissible 
subject  to  the  following:  No  requirement 
or  preference  may  be  based  upon  the 
Identity  or  location  of  the  housing  which 
is  occupied  or  proposed  to  be  occupied  by 
the  applicant  nor  upon  the  length  of  time 
the  applicant  has  resided  in  the  Jurisdic¬ 
tion;  applicants  who  are  working  or  who 
have  been  notified  that  they  are  hired  to 
work  in  the  Jurisdiction  shall  be  treated 
as  residents  of  the  Jurisdiction. 

(3)  The  PHA  shall  be  committed  to 
selection  of  tenants,  achievement  an<i 
maintenance  of  project  occupancy  and 
operation  of  the  project  in  accordance 
with  the  foregoing  principles  and  as  in¬ 
dicated  by  its  demonstration  of  financial 
feasibility  submitted  to  HUD.  No  request 
for  operating  subsidy  based  upon  an  (4)- 
erating  deficit  with  respect  to  the  proj- 
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ect  for  any  of  the  first  five  fiscal  years 
shall  be  considered  by  HUD  unless  the 
PHA  clearly  shows  to  the  satisfaction  of 
HUD  that  such  operating  deficit  was  due 
to  changes  In  circumstances  which  (i) 
could  not  reasonably  have  been  foreseen 
at  the  time  of  the  demonstration  of  fi¬ 
nancial  feasibility,  (11)  were  beyond  the 
control  of  the  PHA  to  prevent  or  mitl- 
gate,  and  (ill)  were  reported  to  HUD 
promptly  at  the  time  of  their  occurrence. 

(4)  At  no  time  shall  an  operating  sub¬ 
sidy  be  paid  which  together  with  the  debt 
service  annual  contribution  would  exceed 
the  Fair  Market  Rents  for  an  equivalent 
number  of  similar  housing  units  less  the 
aggregate  rents  paid  by  the  project 
t^mnts. 

(d)  AnntuU  Contributions  Contract. 

(1)  The  ACC  shall  be  based  on  the  HUD- 
approved  Development  Program.  FoUow- 
execution  of  an  ACC,  no  modifica¬ 
tions  may  be  made  In  a  Development 
Program  except  In  accordance  with  pro¬ 
cedures  prescribed  by  HUD. 

(2)  Under  the  ACC,  HUD  will  provide 
development  loan  fimds  or  security  for 
the  PHA  to  obtain  such  funds  from 
sources  other  than  HUD.  This  shall  in¬ 
clude  an  amoxmtto  cover  the  preliminary 
loan.  If  any.  HUD  may  at  any  time  re- 
qiilre  the  PHA  to  obtain  development 
loan  funds  frtxn  sources  other  than  HUD 
secured  by  a  pledge  ot  HUD’s  agreement 
under  the  ACC  to  advance  monies  to  the 
X^[A  or  to  make  annual  contributions 
payments.  Annual  contributions  payable 
by  HUD  for  debt  service  shall  in  no  case 
exceed  a  sum  equal  to  the  annual  amount 

principal  and  interest  payable  on  ob- 
UgatloDs  Issued  by  the  PHA  to  finance  the 
dev^pment  or  acquisition  cost  of  the 
project.  In  no  ease  shall  such  annual 
contributions  be  In  funds  from  sources 
other  than  HUD  seemed  by  a  pledge  of 
HUD’S  agreement  under  the  ACX;  to  ad¬ 
vance  mcmles  to  the  PHA  or  to  make 
annual  contributions  payments.  Annual 
contributions  payable  by  HUD  for  debt 
service  shall  in  no  case  exceed  a  sum 
equal  to  the  annual  amount  of  principal 
and  interest  payable  on  obligations  Issued 
by  the  PHA  to  finance  the  development 
or  acquisition  cost  of  the  project.  In  no 
case  shall  such  annual  contributions  be 
In  excess  of  the  maximum  sum  specified 
In  the  ACC,  nor  shall  the  number,  of 
annual  contributions  be  greater  than  the 
number  authorized  by  the  ACC,  nor  shall 
the  annual  contributions  be  paid  over  a 
period  In  excess  of  fmty  years.  Where  the 
Field  OflBce  has  determined  that  an  ac¬ 
quisition  project  imder  Subpart  D  this 
part  has  less  than  a  forty  year  useful 
life,  the  term  of  the  ACC  and  the  num¬ 
ber  of  payments  shall  be  appropriately 
reduced. 

(3)  In  the  event  that  a  project  does  not 
reach  the  point  where  annual  contribu¬ 
tions  are  payable  by  HUD,  the  amoimt  of 
development  loan  funds  advanced  to  the 
PHA  by  HDD  or  other  sources  shall  be 
repaid  by  the  PHA  from  any  funds  or 
assets  available  for  this  purpose. 
§841.118  Construction  Requirements. 

(a)  Economy.  The  PHA  shall  complete 
development  of  the  project  at  the  lowest 


possible  cost  and  In  no  event  at  a  cost 
In  excess  at  the  Total  Development  Cost 
approved  by  HUD. 

(b)  Changes  in  Contracts.  The  PHA 
shall  not  order  or  agree  to  any  changes 
In  or  additions  to  the  work  required  tmder 
the  Construction  Contract  or  Contract  of 
Sale  except  as  authorized  by  the  pro- 
vlsl<»8  of  these  contracts  or  with  prior 
HUD  approval. 

(c)  Construction  Inspections.  (1)  In¬ 
spections  during  construction  shall  be 
the  responsibility  of  the  PHA  and  shall 
be  performed  by  an  architect  or  other 
qualified  person  pursuant  to  the  HUD 
prescribed  requirements  for  the  produc¬ 
tion  method  Involved.  The  PHA  shall 
forward  copies  of  all  inspection  reports 
to  the  Field  Office  with  comments  on 
actions  taken  to  remedy  deficiencies. 

(2)  Field  Office  representatives  shall 
make  on-site  inspections  as  required  by 
HUD.  A  copy  of  each  inspection  report 
shall  be  sent  to  the  PHA  with  recom¬ 
mendations  of  actions  to  be  taken  by  the 
PHA. 

(d)  Final  Inspection  and  Acceptance 
of  Project.  (1)  The  contractor  or  devel¬ 
oper  shall  notify  the  PHA  in  writing  as 
to  the  date  when  the  contract  work,  or 
stages  when  applicable,  including  agreed 
to  off-site  work,  will  be  completed  and 
ready  for  final  inspection.  If  the  PHA 
determines  that  the  state  of  the  work  Is 
as  represented,  the  PHA  shall  promptly 
notify  the  Field  Office.  The  final  Inac¬ 
tion  shall  be  made  Jointly  by  the  repre¬ 
sentatives  of  the  PHA.  the  Field  Office 
and  the  contractor  or  developer. 

(2)  If  the  Inspection  discloses  no  defi¬ 
ciencies  other  than  pimch  list  items  or 
items  awaiting  seasonal  opportunity  to 
complete,  the  PHA  shall  submit  for  Field 
Office  ai^roval  an  Interim  Certificate  of 
Completion,  which  shall  detail  the  items, 
and  a  proposed  time  schedule  agreed  to 
by  the  contractor  or  developer  and  the 
PHA  for  cmnpletion  of  the  items.  Upon 
Field  Office  approval,  the  PHA  may  re¬ 
lease  the  monies  to  the  contractor  or 
developer  less  the  withholdings  required 
by  the  contract. 

(3)  The  contractor  or  developer  shall 
complete  the  punch  list  Itons  and  items 
awaiting  seasonal  (^Hiortunlty  In  accord¬ 
ance  with  the  HUD-approved  time  sched¬ 
ule  for  completion  of  the  items.  The  con¬ 
tractor  or  developer  will  be  paid  for  such 
items  only  after  inspection  and  accept¬ 
ance  by  the  PHA  and  the  Field  Office; 
the  PHA  and  Field  Office  shall  not  accept 
any  items  if  there  is  a  dispute  as  to 
whether  such  items  have  been  completed. 
If  the  PHA  Is  satisfied  that  the  applicable 
requirements  of  the  contract  have  been 
met,  the  PHA  shall  sulxnit  to  the  Field 
Office  a  Final  Certificate  of  Completion 
and  upon  receiving  Field  Office  approval 
sh^  r^ease  to  the  contractor  or  devel¬ 
oper  the  amounts  withheld  with  respect 
to  such  items  In  accordance  with  the 
applicable  provisions  of  the  contract. 

(4)  If  portions  of  a  project  constitut¬ 
ing  completed  imits  are  accepted  in 
stages,  whether  completed  by  one  or  more 
contractors  or  developers,  such  groups  of 
imits  may  be  treated  as  units  for  which 
development  has  been  cwnpleted  for  all 
purposes  of  the  ACC. 


(e)  Warranties.  The  Construction 
Contract  or  Contract  of  Sale  shall  spec¬ 
ify  the  warranty  period  appUcable  to  all 
items  of  construction.  Including  items 
covered  by  manufacturer’s  and  supplier’s 
warranties,  and  shall  provide  for  assign¬ 
ment  to  the  PHA  of  all  mamffacturer’s 
and  supplier’s  warranties.  The  PHA  shall 
inspect  each  dwelling  unit  not  less  often, 
than  every  three  months  during  the  con¬ 
tractor’s  or  developer’s  warranty  period 
or  periods  beginning  three  months  after 
the  date  of  the  approved  Interim  Cer¬ 
tificate  of  Completion,  provided  that 
there  shall  be  a  final  Inspection  in  time 
to  exercise  rights  before  expiration  of 
these  warranties.  These  Inspections  shall 
also  cover  all  items  under  manufacturer’s 
and  supplier’s  warranties  and.  to  the  ex¬ 
tent  feasible,  the  PHA  shall  check  the 
condition  of  items  covered  by  these  war¬ 
ranties  so  as  not  to  lose  any  rights  imder 
them. 

Subpart  B — ^Turnkey  Method — New 
Constru^on 

§  841.201  Description. 

Under  the  Turnkey  method,  the  PHA, 
following  Issuance  of  a  Program  Reser¬ 
vation,  advertises  for  developers  to  sub¬ 
mit  proposals  to  provide  a  completed 
project.  Including  site,  as  described  in  the 
PHA’s  Invitation  for  Proposals  and  the 
developer’s  packet.  The  PHA  selects,  sub¬ 
ject  to  HUD  approval,  the  best  of  the 
proposals  received,  taking  Into  consid¬ 
eration  site,  price,  design,  the  developer’s 
experience  and  other  evidence  of  ability 
to  complete  the  project.  After  HUD  ap¬ 
proval  of  the  proposal  selected  by  the 
PHA,  the  working  drawings  and  specifi¬ 
cations  are  agreed  to  by  the  developer, 
the  PHA  and  HUD,  and  the  developer 
and  the  PHA  enter  Into  a  Contract  of 
Sale.  'The  developer  is  fully  responsible 
for  all  development  and  construction, 
Including  the  provision  of  necessary 
financing.  Upon  completion  of  the  proj¬ 
ect  in  accordance  with  the  Contract  of 
Sale,  the  PELA  purchases  the  project  from 
the  developer. 

§~841.202  Invitation  for  propo^^als. 

(a)  Preparation  and  Distribution.  The 
PHA  shall  prepare  and  submit  to  the 
Field  Office  the  Invitation  for  Proposals 
and  the  devel(H>er’8  packet  containing 
full  project  Information  and  detailed 
minimum  submission  requirements 
which  shall  be  In  full  compliance  with 
the  provisions  of  this  part  and  as  ap¬ 
proved  by  HUD.  Upon  approval  by  the 
Field  Office,  the  PHA  shall  publish  the 
Invitation  at  least  weekly  for  two  con¬ 
secutive  weeks  in  a  local  newspaper  of 
general  circulation  and  shall  also  dis¬ 
tribute,  to  the  extent  feasible,  copies  of 
the  Invitation  to  the  media,  trade  asso¬ 
ciations,  local  minority  organizations 
and  developers  and  builders.  The  PHA 
shall  furnish  a  copy  of  the  developer’s 
packet  to  all  parties  indicating  interest 
in  responding  to  the  Invitation.  The  In¬ 
vitation  shall  specify  a  deadline  by  which 
proposals  must  be  received  by  the  PHA 
and  a  date,  time  and  place  for  opening  of 
proposals. 

(b)  Preselected  Sites  '.  'The  PHA  may, 
if  approved  by  the  Field  Office,  preselect 
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a  site.  The  PHA’s  request  to  preselect  a 
site  shall  Identify  the  site  and  shall  in¬ 
clude  a  justification  stating  the  reasons 
why  preselection  is  requested.  Preselected 
sites  must  receive  final  site  approval  frcwn 
the  Field  OflBce  prior  to  publication  of 
the  Invitation  for  Proposals.  If  approved 
by  the  Field  Office,  the  PHA’s  Invitation 
shall  identify  the  preselected  site  and 
invite  developers  to  submit  proposals 
with  regard  to  that  site.  The  Invitation 
shall  state  that  proposals  involving  other 
sites  may  also  be  submitted  and  that  the 
fact  that  a  site  was  preselected  will  not 
be  taken  into  accoimt  in  evaluating 
proposals. 

§  84-1.203  Op(‘ning  uf  ProitoMilsi. 

The  PHA  shall  open  all  proposals  re- 
ceiv'ed  at  the  time  and  place  specified 
in  the  Invitation:  proposals  received 
after  the  deadline  shall  be  retiuned  un¬ 
opened.  The  PHA  shall  send  copies  of 
each  opened  proposal  to  the  Field  Office. 

§  8 11 .20 1  Evaluation  and  .SelcH-lion. 

(a)  Evaluation.  The  PHA  shall  eval¬ 
uate  each  proposal  on  the  basis  of  cost, 
site,  design  and  amenities  and  experi¬ 
ence  of  the  developer  and/or  builder. 
The  PHA  shall  select  the  lowest  cost 
prop>osal,  unless  the  PHA  can  justify  an¬ 
other  selection  on  the  basis  of  specific 
points  of  superiority.  The  PHA  shall 
tentatively  select  the  best  of  the  propo¬ 
sals  received  in  response  to  the  Invita¬ 
tion  and  submit  to  the  Field  Office  its 
rationale  for  the  tentative  selection  with 
a  request  for  HUD  approval. 

(b)  Preliminary  Site  Report.  The 
PHA’s  submission  of  its  tentative  selec¬ 
tion  shall  be  accompanied  by  a  Prelimi¬ 
nary  Site  Report  and  request  for  an 
appraisal  in  accordance  with  §  841.116 
for  the  site  or  sites  in  the  tentatively 
selected  proposal. 

(c)  Field  Office  Review.  ITie  Field  Of¬ 
fice  shall  review  the  PHA  dociunenta- 
tion  and  selection,  process  the  Prelimi¬ 
nary  Site  Report  to  final  site  approval, 
in  accordance  with  §  841.116,  and  notify 
the  FHA  of  approval  or  disapproval  of 
the  selection. 

(d)  Selection.  (1)  After  obtaining 
HUD  approval,  the  PHA  shall  notify  the 
developer  of  the  selection.  This  notifi¬ 
cation  shall  set  a  date  by  which  either 
the  preliminary  plans  and  specifica¬ 
tions  or  working  drawings  and  specifi¬ 
cations  are  to  be  submitted  and  shall 
advise  that  after  HUD’s  receipt  of  these 
documents,  HUD  will  set  a  date  for  a 
negotiation  conference. 

(2)  The  PHA  shall  prepare  a  state¬ 
ment  setting  forth  the  factors  which 
contributed  to  the  selection  of  the  de¬ 
veloper  and  make  the  statement  avail¬ 
able  for  public  inspection. 

§  841.205  Negotiarion  Conference. 

(a)  Negotiation.  On  the  basis  of  the 
preliminary  plans  and  specifications  or 
the  working  drawings  and  specifications 
and  Field  OCBce  review  of  these  docu¬ 
ments,  the  parties  shall  negotiate  the 
purchase  price  and  other  project  re¬ 


quirements  necessary  for  the  prepara¬ 
tion  of  the  Devel(^mient  Program. 

(b)  Preliminary  Contract  of  Sale.  At 
this  conference  the  developer  will  ad¬ 
vise  the  PHA  whether  he  will  want  a 
Preliminary  Contract  of  Sale  before  hav¬ 
ing  the  working  drawings  and  specifica¬ 
tions  prepared.  If  so,  the  'parties  shall 
agree  on  a  purchase  price  for  the  site 
and  a  price  for  the  architectural  and 
engineering  services  and,  in  such  case, 
the  negotiated  price  of  the  project  shall 
be  subject  to  reduction  after  comple¬ 
tion  of  the  working  drawings  and 
specifications. 

§  841.206  Developinent  Program  and 

Afx:. 

On  the  basis  of  the  developer’s  pro¬ 
posal  and  any  modifications  as  a  result  of 
the  negotiations,  the  PHA  shall  prepare 
and  submit  to  the  Field  Office  the  De¬ 
velopment  Program,  "nie  Field  Office 
shall  review  the  Development  Program 
to  assure  that  all  requirements  have  been 
met  and  after  approval  of  the  Devdop- 
ment  Program,  the  Field  Office  shall  pre¬ 
pare  and  process  the  documents  required 
for  execution  of  the  ACC. 

§  841 .207  '  Contract  of  Sale. 

Following  execution  of  the  ACC,  the 
parties  shall  execute  the  Contract  of  Sale 
on  the  HUD  prescribed  form  if  the  De¬ 
veloper  previously  submitted  working 
drawings  and  specifications.  If  the  De¬ 
velopment  Program  included  only  pre¬ 
liminary  plans  and  specifications,  the 
PHA  and  the  developer  may  execute  a 
Preliminary  Contract  of  Seile  on  the 
HUD  prescribed  form  which  states  their 
mutual*  obligations  dvudng  the  period 
that  the  working  drawings  and  specifica¬ 
tions  are  being  prepared  and,  upon  HUD 
approval  of  the  working  drawings  and 
specifications,  the  PHA  and  the  de¬ 
veloper  shall  execute  the  Contract  of 
Sale. 

§  84 1 .208  Construction  requirements. 

The  requirements  for  changes  in  the 
Contract  of  Sale,  inspections  during  con¬ 
struction,  acceptance  and  warranties  are 
stated  in  §  841.118.  The  PHA  shall  con¬ 
tract  with  an  architect  on  the  HUD  pre¬ 
scribed  form  for  the  pterformance  of  In- 
si)ection  services  during  construction. 

Subpart  C — Conventional  Method — New 
Construction 

§  841.301  Description. 

The  PHA  shall  use  the  turnkey  method 
for  new  construction  unless  the  PHA  can 
demonstrate  in  its  application  and  the 
Field  Office  determines  that  the  conven¬ 
tional  method  will  permit  development  of 
the  project  at  direct  and  Indirect  costs, 
including  consideration  of  total  develop>- 
ment  cost  and  administrative  costs  of  the 
PHA  and  HUD,  that  are  less  than  would 
be  required  under  the  turnkey  method. 
Under  the  conventional  method,  the 
PHA  contracts  with  an  architect  te  pre¬ 
pare  plans  and  sp>ecificatlons  for  a  pro- 
l)osed  project  on  a  site  owned  by  the 
PHA.  Following  HUD  approval  of  the 
plans  and  si)ecifications,  the  PHA  ad¬ 
vertises  for  bids  frexn  contractors  to 


build  the  project  and  awards  the  Con¬ 
struction  Contract  to  the  lowest  respon¬ 
sible  bidder,  subject  to  HUD  approval. 
The  contractor  provides  assurance  in  the 
form  of  100  percent  performance  and 
payment  bonds,  or  other  security  ap¬ 
proved  by  HUD,  such  as  a  letter  of  credit 
or  escrow.  The  contractor  receives  pro¬ 
gress  payments  from  the  PHA  during 
construction  and  a  final  payment  upon 
completion  in  accordance  with  the  Con¬ 
struction  Contract. 

§841.302  Site  sclci'tiun. 

Following  issuance  of  a  Program  Res¬ 
ervation,  the  PHA  shall,  if  it  has  not 
already  done  so,  select  sites  in  accord¬ 
ance  with  the  criteria  stated  in  §  841.108 
and  shall  request  site  approval  in  accord¬ 
ance  with  §  841.116.  ITie  PHA  may  op¬ 
tion  a  site  during  this  process. 

§  841.303  Development  Program  and 
ACC.  ' 

The  PHA  shall  contract  with  an  archi¬ 
tect  on  the  HUD  prescribed  form.  The 
architect  shall  prepjare  schematic  design 
plans  and  sp>ecificatlons  in  accordance 
with  §  841.109  and  as  prescribed  by  the 
PHA.  Based  on  these  plans,  the  architect 
shall  prepare  a  detailed  estimate  of  proj¬ 
ect  construction  cost  covering  all  work 
to  be  Included  in  the  construction  con¬ 
tract.  After  review  and  approval  by  the 
Field  Office  of  these  plans  and  estimates, 
the  PHA  shall  prepare  and  submit  the 
Development  Program  as  specified  in 
S  841.117.  The  Field  Office  shall  review 
the  Development  Program  to  assure  that 
all  requirements  have  been  met.  Upon 
approval  of  the  Development  Program, 
the  Field  Office  shall  prepare  and  process 
the  documents  required  for  execution  of 
an  ACC. 

§  841.304  Construction  Contract  and 
Bidding  Documents. 

Following  execution  of  the  ACC,  the 
PHA  and  its  architect  shall  prepare  the 
construction  and  bid  documents  and  sub¬ 
mit  them  to  the  Field  Office  for  approval. 
The  Field  Office  shall  determine  that  the 
bidding  doctunents,  the  procedures  for 
Inviting  bids,  the  proposed  Construction 
Contract  and  attachments  and  all  draw¬ 
ings  and  specifications  are  in  compliance 
with  HUD  requirements.  Following  HUD 
approval,  the  PHA  shall  publish  the  ad¬ 
vertisement  for  bids.  A  standard  package 
of  bid  documents  shall  be  issued  to  each 
prospective  bidder. 

§  841.305  Award  of  Contract. 

The  PHA  shall  award  the  Construction 
Contract  to  the  lowest  responsible  bidder 
after  obtaining  HUD  approval  of  the  pro¬ 
posed  award.  Following  the  receipt  of 
Field  Office  approval,  the  PHA  and  c(m- 
tractor  shall  execute  the  Construction 
Contract  and  the  PHA  shall  issue  the 
Notice  to  Proceed  directing  the  contrac¬ 
tor  to  commence  work. 

§  841.306  Construction  requiremenU. 

The  requirements  for  changes  In  con¬ 
struction  contracts,  inspections  during 
construction,  acceptance  and  warranties 
are  stated  in  §  841.118. 


FfOERAL  register,  VOL  41,  NO  234 — THURSDAY,  NOVEMBER  18,  1976 


PROPOSED  RULES 


50953 


Subpart  D — Acquisition  Method 

§  841.401  Description. 

Under  the  acquisition  method,  the  l*HA 
acquires  an  existing  property  which  may 
need  no  rehabilitation  or  may  require 
substantial  rehabilitation  to  serve  as 
low-income  housing.  A  PHA  may  com« 
bine  properties  requiring  substantial  re¬ 
habilitation  with  properties  requiring  no 
rehabilitation  in  a  single  project. 

§  841.402  Property  Selection. 

(a)  Types  of  Property.  Structures  of 
various  tj^s  may  be  appropriate  for  use 
in  an  acquisition  project,  including  £K)n- 
housing  structures  which  may  be  con¬ 
verted  to  housing  use.  Structures,  other 
than  those  assisted  under  the  Act,  owned 
by  a  PHA,  or  city,  eoimty  or  state  govern¬ 
ment,  as  well  as  HUD-owned,  held  or 
Insured  properties,  are  eligible  for  selec¬ 
tion. 

(b)  Other  Considerations.  In  addition 
to  9  841.108,  the  PHA  in  its  property  se¬ 
lection  shall  consider: 

(1)  The  design  and  quality  of  original 
construction  as  well  as  the  degree,  com¬ 
plexity  and  cost  of  rehabilitation  neces¬ 
sary  to  place  the  property  in  acceptable 
idiyslcal  condition,  and 

(2)  The  feasibility  of  relocating  site 
occupants  during  and  after  rehabilita¬ 
tion,  and  availability  of  funds  for  this 
purpose,  if  applicable. 

§  841.403  Rehabilitation  standards. 

Projects  shall  be  rehabilitated  in  ctnn- 
pllance  with  9  841.109  and  all  acquired 
projects  must  comply  with  HUD  regula¬ 
tions  issued  pursuant  to  the  Lead  Based 
Paint  Poisoning  Preventitm  Act  (42 
U.8.C.  4801). 

§  841.404  Turnkey  procedures. 

The  PHA  may  invite  proposals  from  de¬ 
velopers  who  will  provide  the  properties 
and  perform  the  rehabilitation.  The  PHA 
may  preselect  a  property  in  accordance 
with  9  841.202(b).  The  procedmes  set 
forth  in  Subpart  B  of  this  part  shall  be 
ftdlowed. 

§  841.405  Conventional  procedures. 

The  procedures  set  forth  in  Subpart  C 
of  this  part  shall  be  followed. 

§  841.406  Prequalified  contractors. 

Subject  to  Field  Office  approval,  the 
PHA  may  develop  a  list  of  prequalified 
contractors  or  developers  by  advertising 
and  giving  an  opportunity  to  all  inter¬ 
ested  ccmtractors  or  developers  to  submit 
Information  concerning  ^elr  past  ex¬ 
perience  and  qualifications.  Thereafter, 
the  PHA  may  invite  only  prequalified 
contractors  or  developers  to  submit  bids 
or  proposals.  The  award  shall  be  made  to 
the  lowest  responsible  prequalified  con¬ 
tractor  or  the  selection  shall  be  made  of 
the  best  proposal  from  a  prequalified  de¬ 
veloper. 


§  841.407  Acquisition  without  rehabili- 
tatimu 

If  no  rehabilitation  work  is  required, 
the  PHA  shall  select  the  property  in  ac¬ 
cordance  with  the  criteria  set  forth  in 
99  841.108  and  841.402  and  request  site 
approval  in  accordance  with  9  841.116. 
Following  final  site  approval  and  sq}- 
proval  of  the  property,  the  PHA  shall 
prepare  and  submit  a  Development  Pro¬ 
gram  (which  shall  include  the  cost  of 
any  minor  repair  or  redecoration  needed 
before  occupancy)  in  accordance  with 
9  841.117.  Upon  approval,  the  Field  Office 
shall  prepare  and  process  the  documents 
required  for  execution  of  the  ACC.  The 
Fi^d  Office  shall  arrange  the  cloettng  at 
which  the  purchase  of  the  property  shall 
be  accomplished. 

§  841.408  Force  Account. 

The  force  account  method,  whereby 
the  PHA  uses  its  existing  staff  or  hires 
additional  personnel  to  perform  some  or 
all  of  the  work,  may  be  used  only  in  ex¬ 
ceptional  cases.  Use  of  this  method  must 
be  justified  and  the  PHA  must  demon¬ 
strate  in  its  Application  that  it  has  the 
capability  to  successfully  implement  this 
method.  An  exceptional  case  could  be  a 
project  or  unit  of  work  of  \musually 
small  size,  a  project  involving  properties 
requiring  only  minor  rehabilitation  or  a 
project  involving  individual  small  struc¬ 
tures  requiring  major  rehabilitation 
where  it  is  necessary  to  utilize  many 
separate  sets  of  detailed  plans  and  speci¬ 
fications  or  other  contract  documents 
and  the  work  of  preparing,  advertising, 
awarding  and  administering  such  con¬ 
tracts  would  be  disproportionately  diffi¬ 
cult,  time-consuming  and  high  in  cost. 
Work  under  this  method  shall  be  subject 
to  Davld-Bacon  wage  rates.  The  force 
account  method  may  be  combined  with  a 
conventl(mal  Construction  Contract  for 
other jx>rtions  of  the  rehabilitation.  The 
Field  Office  may  specify  special  condi¬ 
tions  or  procediires  dsigned  to  assure 
timely  completion  of  the  work  within  the 
approved  development  cost. 

Appendix  A — Prototype  Cost  Limits  for 
Low-Income  Hoxtsing 

A.  T*N1T  PROTOTYPE  COST 

1.  Prototype  cost  comprises  the  coet  of 
dweUing  structures,  account  No.  1460,  and 
dweUlng  equipment,  account  NO.  1465,  as 
described  In  "Low-Bent  Housing  Accounting 
Handbook  7610.1,"  chapter  3,  section  16, 
which  Include  their  pro  rata  share  of  the 
builders’  fee  and  overhead.  Insurance,  social 
security,  sales  tax,  and  bonds. 

2.  Prototype  cost  does  not  include  the  costs 
of  site  acquisitions,  site  Improvement,  non- 
dwelUng  structures  or  spaces  (and  equip¬ 
ment),  planning  (architectural-engineering 
fees,  permit  fees.  Inspection,  and  similar 
costs) ,  relocation,  interest  or  local  author!^ 
administrative  costs,  all  of  which  are  de¬ 
scribed  in  "Low-Rent  Housing  Accounting 
I^ndbook  7510.1,"  chapter  3,  section  16. 


3.  Prototype  cost  takes  into  account  com¬ 
pliance  with  appUcable  MUD  Minimum  Prop¬ 
erty  Standards  and  planning  and  design 
criteria  described  In  HUD  Handbook  7410.1, 
chapter  3.  Currently  copies  of  HCTD  Hand¬ 
books  are  maintained  and  avaUable  for  pub¬ 
lic  Inspection  In  the  Office  of  Public  Infor- 
mati(Hi,  room  1104,  Department  of  Housing 
and  Urban  Development,  451  Seventh  Street 
S.W.,  Washington,  D.C.  20410,  and  in  each  of 
the  Department’s  regional,  area  and  Insuring 
offices. 

4.  Prototype  cost  takes  Into  account; 

(a)  ’The  extra  durability  and  special  fea¬ 
tures  required  for  safety  and  security  and 
economical  maintenance  of  such  housing, 

(b)  The  provision  of  amenities  designed 
to  guarantee  a  safe  and  healthy  family  life 
and  neighborhood  environment, 

(c)  ’The  application  of  good  design  as  an 
essential  component  of  such  bousing  for 
safety  and  security  as  well  as  other  purposes, 

(d)  The  maintenance  of  quality  In  archi¬ 
tecture  to  reflect  the  standards  of  neighbor¬ 
hood  and  community. 

(e)  ’The  need  for  maximizing  the  conserva¬ 
tion  of  energy  for  heating,  lighting,  and 
other  purposes, 

(f)  The  effectiveness  of  existing  cost  limits 
In  the  area,  and 

(g)  ’The  advice  and  recommendations  of 
local  housing  producers. 

B.  PROJECT  PROTOTYPE  COSTS 

1.  ’The  project  prototyi>e  cost  Is  the  sum 
of  the  unit  prototype  costs  for  the  dwellings 
ot  various  sizes  and  types  comprising  the 
project.  ’The  total  cost  of  dwelling  construc¬ 
tion  and  equipment  (accounts  1460  and 
1466),  and  the  related  proportionate  share 
of  the  contingency  established  by  any  devel¬ 
opment  cost  budget  shall  not  exceed  the  sum 
of  105  percent  of  the  project  iwototyi>e  costs 
for  the  dwellings  to  be  constructed. 

2.  A  request  for  approval  of  a  cost  which 
exceeds  the  105  percent  cost  limitation  but 
which  Is  not  in  excess  of  the  statutory  110 
percent  may  be  submitted  to  the  Regional 
Administrator.  Such  requests  shall  be  sup¬ 
ported  by  a  detailed  justlflcatlcm  with  respect 
to  the  particular  project,  taking  Into  account 
all  of  the  circumstances  involved  and  dem¬ 
onstrating  that  such  approval  is  necessary 
and  desirable  in  carrying  out  the  objectives 
of  the  Act. 

3.  If  it  Is  found  at  any  time  between  an¬ 
nual  updates  that  all  or  part  of  the  current 
prototype  cost  for  a  field  office  jurisdiction 
are  unworkable,  the  procedures  outlined  in 
HUD  Handbooks  7410.1  and  7410.2  (1-74) 
will  be  followed  for  requesting  revisions. 

4.  Development  cost  bud^ts,  awards  of 
main  construction  contracts,  preliminary 
contracts  of  sale,  and  contracts  of  sale  for 
turnkey  projects  will  not  be  approved  unless 
an  appropriate  prototype  cost  for  the  area  is 
published  In  the  Federaz.  Register. 

Note. — ^Por  FR  page  references  to  the  list 
of  Prototype  Per  Unit  Cost  Schedules  Issued 
under  this  Appendix  but  not  carried  In  the 
Code  of  Federal  Regulations,  consult  the  List 
of  CFB  Sections  affeoted. 

Dated:  November  12,  1976. 

James  L.  Young, 

Assistant  Secretary  for  Housino. 
Federal  Housing  Commissioner. 
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